
C O U N C I L  C O M M U N I C A T I O N  

TO: THE CITY COUNCIL 
FROM: THE CITY MANAGER'S OFFICE 

COUNCIL MEETING DATE 
DECEMBER 6 ,  1989 

SUBJECT: INCREASE SELF RETENTJON ON PUBLIC LIABILITY F U N D  

PREPARED BY: Ass i s t an t  C i ty  Manager 

RECOMMENDED ACTION: That the Ci ty  Council au thor ize  t h e  Ci ty  o f  Lodi t o  
assume a $500,000 self insured r e t e n t i o n  (deduc t ib le  
o r  SIR) i n  the Ca l i fo rn ia  J o i n t  Powers Insurance 
Authori ty (CJPIA) . 

BACKGROUND INFORMATION: The Ci ty  p resen t ly  has a $250,000 self insured 
re ten t ion  i n  the CJPIA. Recently, bylaws were 
changed t o  provide t h a t  l o s s e s  would be d i s t r i b u t e d  
according t o  payroll  r a t h e r  than according t o  l o s s  
h i  s to ry .  

We have a v a i l a b l e  t o  us SIR'S of $250,000, $500,000, and $1,000,000. Ma 
members have dropped from the $250,000 SIR pool. I have been n a t i f i e d  t 
C i t y  o f  San Rafael is planning t o  l eave  t h a t  pool. I f  t h a t  is the case, the 
Ci ty  of Lodi 's  share  of  any l o s s  from $250,OGO t o  $500,000 would be 19.3%. If 
t h e r e  were a claim o f  $400,000 a g a i n s t  any member, the C i t y  o f  Lodi would be 
responsible  f o r  $28,950 of  the claim. T h i s  amount would come from o u r  premium 

Because this $250,000 is  growing smal ler ,  there i s  discuss ion t o  r a i s e  the 
limit t o  $350,000. Under this plan,  we would be responsible  f o r  19.3% of a l l  
claims over $350,000. To be i n  t h a t  pool would c o s t  us $.30 per  $100 of 
p a y r a l l ,  o r  apprdximately $36,000 t o  purchase! a maximum of $121,050 of 
pro tec t ion  if  we had one claim a g a i n s t  us o f  $500,000. 

Council should be aware of the downside. I f  we had a number of paid  claims 
exceeding $250,000, we would be b e t t e r  o f f  b e i n g  a t  the $350,000 level r a t h e r  
than the $500,000. By the same token, the Ci ty  of Lodi has never had a paid 
claim i n  excess c f  $250,000, l e t  a lone $35C,OOO o r  $500,000. The CJPIA has 
only had two paid claims i n  excess of $250,000. 

I t  seems prudent risk management t o  increase  our SIR t o  $500,000, b u t  ccn t inue  
t o  budget f o r  $250,000 and place  the  remainder i n  our  L i a b i l i t y  Reserve 
account. Council i s  r e s p e c t f u l l y  requested t o  approve the a t tached r e s o l u t i o n  
allowing the Ci ty  t o  drop from the  $250,000 SIR pool. 

Respectfcl l y  submitted, 

' ~ E R R Y  L .  G L E N N  
Assis tant  Ci ty  Manager 
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